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AN ACT concerni ng finance.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:

Section 5. The State Treasurer Act 1is anmended by

changing Section 16.5 as fol |l ows:

(15 | LCS 505/ 16. 5)

Sec. 16.5. College Savings Pool. The State Treasurer may
establish and adm ni ster a Coll ege Savings Pool to suppl enent
and enhance the investnent opportunities otherw se avail able
to persons seeking to finance the costs of higher education.
The State Treasurer, in admnistering the College Savings
Pool, may receive noneys paid into the pool by a participant
and may serve as the fiscal agent of that participant for the
pur pose of holding and investing those noneys.

"Participant”", as wused in this Section, neans a any
person who nmakes investnents in the pool. "Desi gnat ed
beneficiary", as used in this Section, nmeans any person on
whose behal f an account is established in the Coll ege Savi ngs
Pool by a participant. Both in-state and out-of-state
persons may be participants and designated beneficiaries in

t he Col | ege Savi ngs Pool .

New accounts in the College Savings Pool shall be
processed through participating fi nanci al institutions.
"Participating financial institution", as wused in this
Section, means any financial institution insured by the

Federal Deposit Insurance Corporation and lawfully doing
business in the State of |Illinois and any credit union
approved by the State Treasurer and |lawfully doi ng business
inthe State of Illinois that agrees to process new accounts
in t he Col | ege Savings Pool . Participating financial

institutions may charge a processing fee to participants to
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open an account in the pool that shall not exceed $30 unti l
the year 2001. Beginning in 2001 and every year thereafter,
the maximum fee I|imt shall be adjusted by the Treasurer
based on the Consuner Price Index for the North Centra
Regi on as published by the United States Departnent of Labor,
Bureau of Labor Statistics for the imedi ately precedi ng
cal endar year. Every contribution received by a financial
institution for investnment in the College Savings Pool shal
be transferred fromthe financial institution to a |ocation
selected by the State Treasurer wthin one business day
follow ng the day that the funds nust be made available in
accordance wth federal |aw. Al'l conmmuni cations fromthe
State Treasurer to partici pants shal | reference t he
participating financial institution at which the account was
processed.

The Treasurer my invest the noneys in the College
Savings Pool in the sane nmanner, in the sane types of
i nvestnments, and subject to the sane limtations provided for
the investnent of noneys by the Illinois State Board of
| nvest nent . To enhance the safety and liquidity of the
Col | ege Savings Pool, to ensure the diversification of the
investnment portfolio of +the pool, and in an effort to keep
investnment dollars in the State of Illinois, the State
Treasurer shall rmake a percentage of each account avail abl e
for investnent in participating financial institutions doing
business in the State. The State Treasurer shall deposit
with the participating financial institution at which the
account was processed the followng percentage of each
account at a prevailing rate offered by the institution,
provided that the deposit is federally insured or fully
collateralized and the institution accepts the deposit: 10%
of the total anobunt of each account for which the current age
of the beneficiary is less than 7 years of age, 20% of the

total anount of each account for which the beneficiary is at
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| east 7 years of age and |less than 12 years of age, and 50%
of the total anobunt of each account for which the current age
of the beneficiary is at least 12 years of age. The State
Treasurer shall adjust each account at least annually to
ensure conpliance with this Section. The Treasurer shal
devel op, publish, and inplenent an investnent policy covering
the investnent of the noneys in the College Savings Pool.
The policy shall be published (i) at |east once each year in
at least one newspaper of general <circulation in both
Springfield and Chicago and (ii) each year as part of the
audit of the College Savings Pool by the Auditor General,
which shall be distributed to all partici pants. The
Treasurer shall notify all participants in witing, and the
Treasurer shall publish in a newspaper of general circulation
in both Chicago and Springfield, any changes to t he
previously published investnent policy at |east 30 cal endar
days before inplenenting the policy. Any investnment policy
adopted by the Treasurer shall be reviewed and updated if
necessary within 90 days followng the date that the State
Treasurer takes office.

Participants shall be required to use noneys distributed
fromthe College Savings Pool for qualified expenses at
eligible educational institutions. "Qualified expenses", as
used in this Section, neans the following: (i) tuition, fees,
and the costs of books, supplies, and equi pnent required for
enrol | ment or at t endance at an eligible educational
institution and (ii) certain room and board expenses incurred
while attending an eligible educational institution at |east
half-tinme. "Eligible educational institutions”, as used in
this Section, nmeans public and private colleges, junior
col | eges, gr aduat e school s, and certain vocat i onal
institutions that are described in Section 481 of the Higher
Education Act of 1965 (20 U.S.C. 1088) and that are eligible

to participate in Departnment of Education student aid
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prograns. A student shall be considered to be enrolled at
| east half-time if the student is enrolled for at |least half
the full-time academ c work | oad for the course of study the
student is pursuing as determ ned under the standards of the
institution at which the student is enrolled. Distributions
made fromthe pool for qualified expenses shall be nade
directly to the eligible educational institution, directly to
a vendor, or in the form of a check payable to both the
beneficiary and the institution or vendor. Any noneys that
are distributed in any other manner or that are used for
expenses other than qualified expenses at an eligible
educational institution shall be subject to a penalty of 10%
of the earnings unless the beneficiary di es, becones
di sabled, or receives a scholarship that equals or exceeds
the distribution. Penalties shall be withheld at the tine
the distribution is made.

The Treasurer shall Iimt the contributions that may be
made on behalf of a designated beneficiary based on an
actuarial estimate of what is required to pay tuition, fees,
and room and board for 5 undergraduate years at the highest
cost eligible educational institution. The contributions nmade
on behalf of a beneficiary who is also a beneficiary under
the Illinois Prepaid Tuition Program shall be further
restricted to ensure that the contributions in both prograns
conbi ned do not exceed the limt established for the College
Savi ngs Pool . The Treasurer shall provide the Illinois
St udent Assi stance Comm ssion each year at a tine designated
by the Comm ssion, an electronic report of all participant
accounts in the Treasurer's College Savings Pool, listing

total contributions and disbursenents from each i ndi vidual

account during the previous cal endar year. As soon
thereafter as IS possi bl e followng receipt of the
Treasurer's report, t he I11inois St udent Assi st ance

Comm ssion shall, in turn, provide the Treasurer wth an
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el ectronic report [isting t hose College Savings Pool
participants who also participate in the State's prepaid
tuition program adm nistered by the Conm ssion. The
Commi ssion shall be responsible for filing any conbined tax
reports regarding State qualified savings prograns required
by the United States Internal Revenue Service. The Treasurer
shall work with the Illinois Student Assistance Comm ssion to
coordi nate the marketing of the Coll ege Savings Pool and the
II'linois Prepaid Tuition Programwhen considered benefici al
by the Treasurer and the Director of the IIllinois Student
Assi stance Conmi ssi on. The Treasurer's office shall not
publicize or otherwise market the College Savings Pool or
accept any noneys into the College Savings Pool prior to
March 1, 2000. The Treasurer shall provide a separate
accounti ng for each desi gnat ed beneficiary to each
participant, the Illinois Student Assistance Conm ssion, and
the participating financial institution at which the account
was processed. No interest in the program may be pl edged as
security for a | oan.

The assets of the College Savings Pool and its inconme and
operation shall be exenpt fromall taxation by the State of
II'linois and any of its subdivisions. The accrued earnings
on investnents in the Pool once disbursed on behalf of a
desi gnated beneficiary shall be simlarly exenpt from al
taxation by the State of Illinois and its subdivisions, so
Il ong as they are used for qualified expenses. Contri butions
to a Coll ege Savings Pool account during the taxable year may

be deducted from adj usted gross incone as provided in Section

203 of the Illinois Income Tax Act. The provisions of this
par agr aph are exenpt from Section 250 of the Illinois Incone
Tax Act.

The Treasurer shall adopt rules he or she considers

necessary for the efficient admnistration of the College

Savi ngs Pool . The rules shall provide whatever additional
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paranmeters and restrictions are necessary to ensure that the
Coll ege Savings Pool neets all of the requirenents for a
qualified state tuition program under Section 529 of the
Internal Revenue Code (26 U . S.C. 529). The rul es shal
provide for the adm nistration expenses of the pool to be
paid from its earnings and for the investnent earnings in
excess of the expenses and all noneys collected as penalties
to be credited or paid nonthly to the several participants in
the pool in a manner which equitably reflects the differing
anmounts of their respective investnents in the pool and the
differing periods of tinme for which those anbunts were in the
custody of the pool. Also, the rules shall require the
mai nt enance of records that enable the Treasurer's office to
produce a report for each account in the pool at |east
annual |y that docunents the account balance and i nvestnent
earnings. Notice of any proposed anendnents to the rules and
regul ations shall be provided to all participants prior to
adoption. Anendnents to rules and regulations shall apply
only to contributions nmade after the adoption of the
amendnent .

Upon creating the College Savings Pool, the State
Treasurer shall give bond with 2 or nore sufficient sureties,
payable to and for the benefit of the participants in the
Col l ege Savings Pool, in the penal sum of $1, 000, 000,
condi tioned upon the faithful discharge of his or her duties
inrelation to the Coll ege Savings Pool .

No contributions to the College Savings Pool authorized
by this Section shall be considered in evaluating the
financial situation of +the designated beneficiary or be
deened a financial resource of or a formof financial aid or
assistance to the designated beneficiary, for purposes of
determ ni ng eligibility for any scholarship, grant, or
nmonetary assi stance awarded by t he I1linois St udent

Assi stance Conmmi ssion, the State, or any agency thereof; nor
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shal |l contributions to the Coll ege Savings Pool reduce the
anount of any schol arship, grant, or nonetary assistance that
the designated beneficiary is eligible to be awarded by the
I1linois Student Assistance Conmmi ssion, the State, or any
agency thereof in accordance with the provisions of any State
I aw.

(Source: P.A 91-607, eff. 1-1-00; 91-829, -eff. 1-1-01;
92-16, eff. 6-28-01; 92-439, eff. 8-17-01; 92-626, eff.
7-11-02.)
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